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SUBJECT: TRADE COMPLAINT: SINKONG SPINNING CO., LTD. 

VS. HOLLINGSWORTH CO., GREENVILLE, SOUTH CAROLINA 

REF: TAIPEI'S OM, MARCH 17, 1975 

1. ON APRIL 1, JAMES LIN, NATIONAL ASSEMBLYMAN, AND 
ZU-YING (WU) LIN, GENERAL MANAGER, ADMINISTRATION AND 
PROCUREMENT, SINKONG SPINNING CO., LTD., CALLED ON USDOC 
TO DISCUSS A TRADE COMPLAINT REGARDING CARDING MACHINES 
PURCHASED BY SINKONG FROM THE HOLLINGSWORTH CO., GREEN- 
VILLE, SOUTH CAROLINA. ACCORDING TO THE LINS, SINKONG 
CONTRACTED WITH HOLLINGSWORTH THROUGH THE LATTER'S AGENT 
AMATEX, ALSO LOCATED IN GREENVILLE, FOR THE PURCHASE OF 

80 CARDING MACHINES (APPROXIMATE VALUE US 1 MILLION DOLS.) 

TO BE DELIVERED IN TWO LOTS OF 20 AND 60 MACHINES, 
RESPECTIVELY. SINKONG PRE-PAID 80 PERCENT OF THE TOTAL 
PURCHASE PRICE, REPORTEDLY AROUND US 800,000 DOLS., 

WHEN THE ORDER WAS PLACED. 

2. THE FIRST LOT OF 20 MACHINES HAS BEEN DELIVERED, 

BUT SINKONG IS REFUSING TO ACCEPT DELIVERY OF THE 
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REMAINING 60 CARDS. UPON EXAMINATION OF THE FIRST LOT. 
SINKONG DISCOVERED THAT THEY CONTAINED REWORKED PARTS, 

I.E., FRAMES AND CASTINGS. AS A RESULT, SINKONG CLAIMS 
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THAT (A) THE MACHINES ARE OF SUBSTANDARD QUALITY, (B) 

THE CROC PROHIBITS IMPORTS OF USED MACHINERY AND THE 
HOLLINGSWORTH CARDS MIGHT BE SO CATEGORIZED BY ROC CUS- 
TOMS. SINKONG'S STATED OBJECTIVE IS TO CANCEL THE ENTIRE 
ORDER. RETURN THE CARDS ALREADY IN THE FIRM'S POSSES- 
SION, AND OBTAIN A FULL REFUND OF THE DOWN PAYMENT. 

THE LINS ALLEGED THAT SEVERAL OTHER TAIWAN MILLS WHICH 
HAVE PURCHASED HOLLINGSWORTH MACHINERY ARE DISSATIS- 
FIED BUT HAVE NOT FILED COMPLAINTS DUE TO THE SMALL 
SIZE OF THEIR ORDERS. 

3. JAMES LIN, WHO IS A MEMBER OF THE NATIONAL ASSEMBLY 
AND ASSOCIATE PROFESSOR, NATIONAL TAIWAN UNIVERSITY, 
STATED THAT PUBLICIZING THIS DISPUTE WOULD ADVERSELY 
AFFECT OVERALL BILATERAL TRADE RELATIONS THROUGH DIS- 
CLOSURE OF WHAT HE CATEGORIZED AS UNETHICAL BUSINESS 
PRACTICES BY A LARGE US FIRM. HE ALSO MENTIONED HIS 
PERSONAL ACQUAINTANCE WITH ROBERT HILLS, DEPUTY COUN- 
SELOR TO THE PRESIDENT, WHOSE ADVICE WOULD BE SOUGHT IN 
SELECTING AN AMERICAN LAWYER TO HANDLE SINKONG'S 
CASE. 

4. A USDOC TEXTILE MACHINERY SPECIALIST TOLD THE LINS 
THAT CARDS MANUFACTURED IN THE US OFTEN CONTAIN RE- 
WORKED PARTS. THIS COULD BE CONSIDERED STANDARD TRADE 
PRACTICE AND IS NOT INDICATIVE OF A SUBSTANDARD PRO- 
DUCT. USDOC SUBSEQUENTLY ADVISED HUGH BALLARD, PRESI- 
DENT OF AMATEX, OF SINKONG'S COMPLAINT. BALLARD 
OFFERED TO ARRANGE DIRECT DISCUSSIONS BETWEEN SINKONG 
AND HOLLINGSWORTH, WHICH OFFER SINKONG ACCEPTED. 

WE WILL FORWARD A REPORT OF THESE DISCUSSIONS AS SOON AS 
RECEIVED. 

5. IN THE CONTEXT OF THE CURRENT DIFFICULTIES WE ARE 
EXPERIENCING WITH TAIWAN MILLS' REFUSAL TO OPEN 
LETTERS OF CREDIT FOR OVERDUE COTTON CONTRACTS, WE ARE 
NOT CERTAIN AS TO SINKONG'S MOTIVES IN 
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LODGING THIS COMPLAINT. SINKONG IS CURRENTLY IN 
DEFAULT ON A US COTTON CONTRACT FOR 1000 BALES OF COT- 
TON WITH AN APPROXIMATE VALUE OF US 324,000 DOLS. THE 
FIRM AND SPECIFICS OF THE SALE IN QUESTION ARE LISTED 
IN THE ANNEX TO BE SUBMITTED BY THE GROC PRIOR TO USG 
ALLOCATION OF CCC CREDIT FOR USE IN FINANCING OVERDUE 
COTTON CONTRACTS. WE HAVE RECEIVED SEVERAL REPORTS 
THAT SOME TAIWAN MILLS ARE ARRANGING FALSE BANKRUPTCIES 
AND ASSET SALES OR LODGING QUALITY COMPLAINTS ON 
TEXTILE MACHINERY ORDERED FROM US FIRMS IN ORDER TO 

EVADE RESPONSIBILITY FOR HONORING THEIR OVERDUE CON- 
TRACTS. 
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6. WE UNDERSTAND THAT SINKONG DISCUSSED THIS COM- 
PLAINT WITH THE EMBASSY PRIOR TO MARCH 15. WE WOULD 
APPRECIATE A REPORT ON THIS DISCUSSION AS WELL AS 
NOTIFICATION OF ANY OTHER SIMILAR COMPLAINTS WHICH 
HAVE BEEN BROUGHT TO THE EMBASSY'S ATTENTION OR FILED 
WITH AMATEX'S LOCAL AGENT. WE ARE ALSO INTERESTED IN 
ANY INFORMATION YOU CAN SUPPLY ON SINKONG'S CURRENT 
FINANCIAL STATUS WITHOUT RPT WITHOUT DIRECTLY 
APPROACHING THE FIRM. 

KISSINGER 

CONFIDENTIAL 
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